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STATE DEPARTMENT rROBLEMS IN SSU I.JJIDATION

I
THE “ROBLENS

The interdsyartmental committes survey of ssqﬂ?ks confinsd
to the immedlate nuestion of the dispcsition uf the functicns
and facilitis s of 830, which 1s now in the War Department and
whose ultimate llquidation hea been irravocably decided upon.
Nevertheless, certaln long-term policy guestions af_ ecting the
3tate Department were ralsed which the committee could not

decide but which must sooner or later be decided. Among thase
ara

(1) Should CIC assume the operation of clandestine
inte.ligence activities?

{2} Should FBI be assigned a permanent worid-wide
rols in forelgn intellipgence procurement; and,
1n case FBI continues or expands its foreign
coverage, what controls over thes BRI personnel
and pollcies should be exsrcised by CIC?

{3} 3hould CIG undartske rasearch activities?

In view of the narrow 1ssus befors the Committee and the
urgency of the problems of operstlon before CIG, 1t seems
likely that the Committee will recoamend that the 35U grouy
bes kept intact for operational purposes -- at least untll
lopng-term decisicnas are reached, However, the position of
the State Deopartment in this ontire field is a key one, and
it 13 important that State Department mamdxxzmad Imxikluxsmtire
nesds and views should be clearly eatabllshed at an early date,

A, Clandestine Uperations

Clandestine c,.erations may be defined as elfforts dirscted
by persons 1n the employ of the United States government to
obtaln secret information in a foreign country againat the
desires and iIn possible violation of the laws of the gcverament
of that country., The operators may be Americans or, more
commonly, local agents «- their userican supervisors functioning
in such a mannser as to lnsulats the Amerlcans from the natives,
It is common to use "sleepera"™ -~ that is, forslgn or American
long-time residents of the country with thelr own full-fime
cccuyations, regorting when necessary on specirled subjects
througn devious ways and confined as much as po3sible to areas
of investigation close to thelr own catsnsible busineas,
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In addition to the purely clandestine cpermtion, thers is
#lso the cperation of lialson with Intelligence acencies of
the local government and the intelligence atencies of other
governmernits oparating locally wlth & view to mutual coopera=-
tlon against & common target. It 1s not necessary that thia
lialson cofficer be charged with any clandestine operations

2t all; and it may be desirsble to distingulsh also bstween
liaiscon for "ecounter®™ or police purposes as, for example,

on the problems of communistic infiltration) and "positive™
intelligence (as, for example, on atomic senergy desvelopments
in unfriendly countries). This matter 1s also raised in the
diacussion below in thia memorandum on the FBI-XZ2 probleme
The fact that lialson offlicers are maintained is generslly
not publiclzed, although in some areas it may ba useful to
let the publioc know that a single United States representative --
not necessarily a diplomat == 1a available to recelve from
volunteers certain kinds of foreign security intelligencs.

B he FBI-XZ2 Problem

X2, set up originally as a separste 0SS intelligence
unit, was limited in its functions to counter-intelligence
in aid of the military operations asgainst Germany, Italy and
Japan. In millitary areas, the unit has performed by means
of attachment to the military counter-intelligence organiza-
tions under the dirsction of .theater commanders, In civil
aress, solely in the Eastern hemisphers (X2 being sxcluded in
Tfavor of FBI from the Western hemimphere by Presidential
directove} where there ware normal diplomatic missions, X2
personnel were atteched to the miasions s part of the ataff,
Wilth the milltary defeat of the ensmy, X2 has been oparating
solely on an &d hoc arrangement basis with the State
Department and the military. Apart from its military
opsrations (which are constantly diminisning), X2 is engaged
in the following:

{1) 3tudy of ths local government's intelli-
gonce operstion and ifdentification of its
personnel,

(2) 8tudy of the foreign intelligence organi-
zations operating in the local ares.
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(3) Residual war intelligence problems --
such aa interrogation of interned enomles,
repstristlon, ete.

{

{4} Vetting -- that 1s, checkl riles for
sscurlty purpcses -~ of 83U personnsl and
tracing names &rising in S3U operations,

{5} Por the State Depariment missions, handling
detailed work in connestion with visa and
passport control and oonducting such special
investigations as may be aasigned by the
Chief of Miasion, Actually, thiz 13 a
small part of the X2 total function, but it
sonstitutes the chiefl operationsel value of
X2 to the State Department, From the point
of view of X2, 1t is this function which
provides the valuable "cover™ for X21s other
operations and gives opportunity for legiti-
mate contaects with local police, agents,
informants, foreign Intelligense organirations,
astcs

The 3I3 aectlon of FBI, on the otuer hand, has operated
primarily in Latin America with attachments to the local
American diplometic missions ss "legal attsches.” Generally
speaking, whatever the earlier attempts &t concealment and
deseption, the ldentity and purposs cof the legsal attaches
are now universsally known, although their sub-agents and
informants may or may not be known, depending presumsbly
on the nature of lcoeal government survelllance. While SIS
operations were originally designed for and geared %o the
seourity of the Western hemisphere against ixis Infllération
and ware primaerlly considered 1in aid of the lnternal security.
function of FBI in the United States, the type of work done
by SIS has been substantlally snalogous toc that done by X2.

It should be added that while FBI has been limited to
the Western hemisphere and 08S to the Eastern hemisphers,
sxiensions have been attempted on both sides. AL the present
time, FBI maintaina SIS agents, for purposes of lisaison in
matters Ifecting the Western hemisphere, in London, Paris,
Madrid and Lisbon and for a time had a group attsched to the
Army of ¢ocupation in Germany snd 1taly. Moreover, 1t appears
that, by specisl invitatiocon of General MascArthur, FPBI agents
are st work for MaciArthur in Japan and the Philippines
(MacArthur hes excluded 083 from his own theabter of operation),.
The situstion is thua confused,

The survey commlittes, 1n view of ita limited jJjurisaietion,
could make no recommendation with respsct tc FBI'as role, I%
ia generally agresd that the division of jurisdiciion between
FRYT and 083 on a hemisphere basis ias unsocund in terms of fMubure
operation and cannot effeciively endure, iny finel decision
regarding dispoasition of sowe of the functions of X2 must
necessarily bs based on & desislion with respect to FRI,
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It appears that:

{1} The coverlapping meds mutual aid, cooperation
and lielisor sssential for the succeasful
performance of both FEBI's and X2's dutles.
Thls does not seem tc have taken place on the
whole. X2 personnel In the course of the
present survey have complalned of the lack of
coopsration from FBI on common problems -- not
limited teo 5IS, however -- and the difficulty
of lialson with FBI; they have emphasized the
divergence of purpose and attitude of FRI,
alleging that FBI has a police and "case" bias
whick 13 inconsistent with the conduct of
inrtellirence operationa, »BI, on tlhe other
hand, undoubtedly mgkes complaints agalnst X2.

(2) Asslymrents of tasks to elther organization
and crlticlsm leveled at either of them seem,
to some extent, to De based on parsonsl or
pelicr ronsiderationsa rather than on actual
Jud-rents of crganizatlonal effficiancr,

(3} I's sttempt has been —ade to subject SIS to any
exartinr&tion or surveT, Ttbs efficioney has, on
the whole, besu nceepted on $he basis af th
acknowledged officifencr of &I as & whole and
because >f the satlszflaction 2f the chief
customer of 3.5, namely, L.e 3tete Departmant
—isalons «briad.

{4) It must bs Yorne in mind that there is a dis-
tinctlian “otween the overt operetioms Involved
in checking visas and pssaports and the ob-~
taining of clandestine intellizence or aof
other forrma of intellirence

C. The RZA Problem

Tre Cormittee rnas found that lopping off R&A from the
rest of SSU has produced a difficult situation.X In the first
place, RIA uppears to be the chiel customer for the sscret
intelllizence operators, providing the guldance for further
Investigatlion, briefing agents for flald work, end shering
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gecumilated files, ressarch studies and the llke. 1In the
second place, the exiatence of an R&A group in the secret
organizetion tends to provide cover to some extent for the
operation itself but eapeclally reducea the erea in which
clandestine operations have to be performed. The result at
the present time 1s, on the one hand, that the men working
i 937 tend to continue thelr contacts and even attempt to
develop them in R&A, with consequent security dangers, while
on the othar hand there is a definite tendency to duplicate
R&A functions Iin 38TU.

R&A has not been surveyed. There are recriminaflons,
howsver, between somes S3U and some R&A personnsl, erising
allegedly from duplication of work, but also from charges of
insecurity of some R&A personnel. To this soms R&A personnel
retort that the cslibre of SSU smployees 1s subject to queation.
The point, however, is not of decisive importance.

Morsover, if CIG undertakes to operate any fleld
intelligence organizatlion, the need for & research and
analysis group will become evident and insistent.

The ssad of bitter jurisdictional dispute or of
indifference that would end In & withering of the CIZ or the
States Department ressarch groups would be sown br a follure
to provide cleae llslson and collaboratloen.

Iz

FOSSIBLE SOLUTIQNS
There are siternative possible answers to the questlons
raised above. Eagh involves, however, at least one polley
decision by the Stats Department.

A. Clandestine Operations

The chief claimentas for c¢landestlne information are
gonerally likely to be the milltary services, although irn
various areas todasy the State Department 1s a major cleimant.

Ideally, 1t is clearly in the best Interests of the
Department that its perscnnel in the fleld should be as far .
removed a3 possible from clandestine cperatlons conducted with-
out the Jmowledge snd agalinst the inbterest of the local govern-
ment. If such operations are conducted at ali, the Chier of
¥isslon should bs in a position to repudiaste any persons dils-
covered to be sngaged In the operaflons.

We must mssume that clandestine operations will be, in
fact, conducted with over-all direction by CIG. The State
Department might consider, therefors, the following positlons
with respect to the conduct of such coperations:

(1} The operating responalbility should be In the
military services, lesaving, so far &s possible, only genersal
dirsction and plamning to CIG. Arguments In favor of thia
position would be:
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(o) Military discipline would provide
more effective sanction ageinst
securlity violations and negligence
than & ¢ivillan despartment could
Impose.

(t) A parallel would also be provided
in this way to the 0S3 operation,
which was conducted under the Joint
Chiafa of Staff.

{e) 4an advantege would be provided in
placing operatlionsl control in the
hands orf the chiel customers.

Howsver, 1t appsars to be fact that the nmilitary services are
unwilling for wvarious intarntl reasons to undertake this type
of operation.

(2) Emphnsis.:hould be constantly placed on a fundamental
policy of sxhausting all overt sources of informatlion before
regort 18 made to clandestine methods. This should be a GIG
reaponaibllity, but, within NIA and CIG, the State Department
should be &lert to the fullest ponsibla Implsmentation of this
poliey. ]
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B. The PBI-X2 Problem

There are several possible sclutlona to this problem.

(1} The optimum positlion.for the Department 18 one in
whilchs

{2) Counter-intelligence sactivities
to protect the clandeatine
intelligence work can be carried
on aafely,

(o) Police and travel conmtrol sctivity
are neverthelesa safely and securely
carried on with maximum effloiensy
to the State Department and with the
least danger of impairment by any g
involvemant in h clandestine '
cperations.

Therefors, Lt seems desirable to consider a scheme by
whlch the overt operatlions are dlvorced as comple tely as
possible from the clandestine, leaving ths so-callad function
of countsr-intelligence to operate soclely in the clandastine
field snd the psssport and viss control and police liasison to
operate ipn the law enforcement and travel rield.

(2) The SIS Section of FBI might be removed from FBI and
1ts functions and personnel md those ¢f X2 divided between
the State Department, to be comblned with visa and travel conirol,
sand CIG, to be combined with intelligence., The withdrawal of
FBI from this fleld would provide an analogy to the British
bhandling of thls problem by sharply distingulshing between in-
ternsl security organization and foreign security organization.
The operating orgsnlsstion under CIG would also cover the entire
world. FBI would be ocalled upon for certain typea of funda-
menta]l tralning and suxiliary services; but & specialized
training organization for supplementary specified regquirements
would be needsd,

This solution pressnts difficulties ln the probable un-
willingness of FBI to permift 1t, the necessity for malntaining
& training organizaticn {which, to some extent -- although
this has not baen investigatad -- axigts in FBI), and the
necesslity which would exist for settfing up a close suparvisory
organizetion in the State Dspartment.

{(3) FBI's poclice and Stxte Department services could
be extended to all forel misgiona, but &l) clandestine
intelligence operations {(whether of a posltlive or counter-
intelligencs nature) would be excluded and placed under CIG aa
part of the Department operation. Thias solutlion is one toward
which the Committes members seem, for the moet part, to lean.
This would mean that the FBI sttaockes would engags in com-
pletely overt activities (since everything they did could be
traced to a legitimste State Department operation). It would
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provlide means of contact with locel pollce officlals in
s3curity matters, except to the extent that contacts were
mkintained by other perasonnel wlth local intelligence
officials. The control cof the Chiesf of Misslion over the
local miszaiona snd gver the l= gel sattache would be s wall
eatablished asz 1t 1s Iin Latin America, and the legal sttache
would receive such additlcnal aspecial amsignments as the Chief
of Mssion might wish to give kim in the inveatigational
_fleld. Should it be determined thet he should be the con-
tact for clandeztine communications or for lislson with local
intelligence aotivities, his functions in that regerd would
ba strictly limited and non-opsrational.

This type of operation would be similer %o that of
the Soviets, who apparently malintain a soc-cal led 1llegal
network which operstea apart from the missions and reports
to the NEVD and a so-called legal network which works
apparently through the mllitary attache or somsone elsze in
the open dlplomatlic mlasion. It would have the advantage
of unifying the domestic and Internal security controls by
glving FBI world coveruge and, therefore, closer integration

of travel in and ont the Woatorn hemisphere and, especially,
+ the United States

Thisz solution would thus tend to reduce further the aresa of
clandéztine operations, which it L{s generally recognlzed
should be limited sc far ae possible.

The question ia raised, nevertheless, under the laiter
alternative, of the extent %o wnich the FBI operation should
be aubjeet to CIG control and the extent to which 1t should be
subjeot $o furthsr State Department control in adminiatrstion,
conduct of investigetion, tralning of personnel, stmdards of
rsorultment, and the like. At the present time, FBI is not
repreassnted except in an advisory cepaclty in NIA or CIG.

S0 long as FBI operates abrozd, szome relstion of coordination
by State and CIG would appear to be unavoldable. The conirel
of the State Department may be effected operationally in the
field througn the miasions as well aa through consultation
with the Director of FBI in Washington.

(4) ™Bolng underground” may mesn for X2 that lta per-
sonnel will become upusable in some areaa. Considering that
X2 and SI men were easpecially trained in the German problem,
the functlon of residual 4xis lntelligence gathering
{especially as exercised by X2 in Germany and Austrias) might,
with selected personnel, bs brought under the State Department
to expand the FC and CE work irn pan~Cermanism and the like,
This disposition 18 also offered as en alternative whether
it should be decided to abolish X2 --Ffiald or Washington
staff -- or to reemploy lts staff as a going concern., In a&ny
event, this realdoal function of 0S8 should be brought more
closely under State Department directlon -~ if nscessary,
throu CIG =~ to produce the easential materlial still needed
from Germany, Austria and the ocoupied countries by FC and CE,
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C. Research and Analysis

The soluticns under this hesding cbviously fall into or
between the bullding of a new reasearch organizestion in CIG or
8 transfer of R&A now in the State Depertment to CIG. In either
cases, howsver, closer dove-talling between the reaearch groups
in the State Department and the CIG organizatlion would have to
be effeated. .

There are advantages and dlsedvantages under esch el terna-
tive. The return of HAA would leave the State Department
without & much-neasded research organization and would ingresse the
dspendenoy of the State Department on another agency of uncertaln
charscter. At the same time, without a group of scholars engaged
in long-term research and commanding spescialized knowledge in
Importent flelds, CIG cculd hsrdly be expectsd to perform lis
functlons of evaluation, snalysls and gnidanoce,

It 1s belleved thet it would be veluable whiles maintaining
ressarch groups within the 3tate Department to permit CIG to
recruit a smell group of specialized experts for raview of
materlials and guldance of the Director with dependence on the
Stete Department for the long-term Jobs of research ac far as
poaslbles. CIG, of course, would commsnd other research organi-
zatlons by one device or smother (inocluding universities,
independent instiftutes, etc.). The valus Iin this solution would
lie primarily in the premlum placed on close llaison,

The State Department muat, however, see to 1t thet its
own ressarch facllities are enormously improved so as to be
useful to CIG; the officials concerned with subjecis for
reaearch should be in close contsot wilith the CIG resesrch
apeclalists so that the subjects of mubtusl investigation
might be agreed upon; an attempt should be made ao far as
poanible to avold the personnel ecrimoniousness and the
unnesessary duplication of work which lead to diatrust and
controveray. This means, of course, that from a security
standpoint and Irom the stendpeoint of scholarship and com-
petence, the most careful scresnlng should be made of the
personnel of both egencles socording to standards agreed
upon by the Direstor of CIG wnd the Department.

In this respect, mitention 1s called to the desirability --
almost the necesslty -- of introducing into’ the State Department
such improvements as the carding and flling systems which 35U
has to some extent used,. The value of IBM machines and similar
mechanical devices for opening up the mine of State Department
tresaures so that they mey be currently svallable am i1nteliligence
for State Departmant operations and for research can hardly be
oversstimated. The followlng considerations seem paramcunt:

{1} This would reduce and clroumscribe the srea of
clandestine investigatlon. Informatlon once cbtained by the
Department should not have to be scught agaln -- eapecially
i1f clandestine means will be needed for the new gearch -- and
clandestine operations may be found unnecegsary or carefully
limited in directive by the informstion found in the files.
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{2} The Department would be freed from the necessity
of relying on research by ths personnel of other agencles
such &8s CIG, and ths strength of ths Department ss an
indapendent egency in this field would be bullt up.

{3) Mutual interchsnge among research groups of the
Department and of the government would become feaslble md

more profitable,

.

March 15, 1946
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